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SECTION IX. SUMNARY OF FAR EAST TRENDS AND DEVELOPMENTS

- Finmanoial assistance from the US is expected to be a primary issue at
the 4th ECAFE session (papge 3 ). '

The Philippine Govermment has adopted a policy which bars the entrance
of refugee Chinese nationals (page 3 ).

A tentative US-Australian reuolutionAr.eeoe;nizing the Republic of Koresa
as the "lawful goverrment”™ has been drafted for UN consideration (page 4)o

New Zealand and Fiji reach financial agreement on a joint defense plan
(page ¢ ).

Early banking reform sought by Japensse to assist in trade revival
(page 5 )o Recent maneuvers in the Japanese Diet have resulted in increased
oynioclsm among Japanese regarding acceptance of democratio practices (page
6 ). MaocArthur'es technique of consultation with Allied representatives
relative to the Tokyo Trial decisions may prevent Soviet propaganda from
c(:laiming)the death sentences are the responsibility of the oapitelist nations
page 5 ). :

Inpelled by increasing fear of an invasion from North Korea, President
Rhee has appealed to President Trumsm for further military support {pege 6 ).

The Chinese Communists have stepped up their Central China drive (page

-7 Yo The National Govermment's dependence on US aid has been underlinesd

in recent appeals (page 7). In attempting to strengthen their international
position, the Communists have asserted théir unity with the USSR while
simultaneously observing generally correct relations with US officials (page

- 8 )o A revolt may ocour in Taiwan in the event of Nanking's fall (page g )o

~ _NOTB: In sucoeeding sections of this Weekly, the following marginal

notations are used:

(1) ra®, "p" ,ﬂ or "C" ~-importance in B/FE‘s cpiﬁion, of the
item, with "A" representing the most important ones,
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The Phi!ml regise 1n8§.n is facing difficulties vis-a-vie ite
silitery and 6ivilien support (pege 10).

= dochina the French have had limited success in their full
'du::;n o:;enshe". Meanvhile in Paris, Ds Gaulle recommends strongex
Frenoh control in Indochina (page 10).

 another emmesty proclamation may be presentsd to the Philippine
Congress (page 11).
' oue reconvening in Indonssia of the Bandosng Conference of hon-

Republicans has coincided with a contimuation of direct Dutoh-Republican
nogotiations (page 11).
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SECTION IX., DEVELOPMENTS IN SPECIFIED AREAS
GENERAL

Assistance from US expsoted to be primary issue at the 4th ECAFE session -  np®

The United Nations Eoconomic Commission for Asia end the Far East will
open its fourth session at Lapstone, NSW, Australia on 29 November. About
100 delegates and alternates will be present and will agein undertake to
outline & program for Asian recovery., At previous conferences the delegates
placed greater smphasis upon political issues arising from their partioular
political experiences than upon the consideration of economic projeots
essential to Aslan recovery.and the mestings produced little except an ex-
change of views,

Without oxception, the countries of the ECAFE region continue to envision
substantial US monetary aid both in recovery and for speeding their modern-
ization programs. Their interest in ECAFE ocenters largely asround this
objeotive and to each of thelr representatives the question of US assistance
will remain the primary iesue. It is anticipated that the US will be asked
-to participate in economic missions to explore ECAFE projects appearing to
have immediate recovery wvelue and particularly those where US financial
partiocipation is desired, -

The large Soviet delegation is expscted to be particularly asctive. At
the previous meetings, Asian members joined the USSR in opposition to the
Western Powers and wers sucoeasful in inducing the less experienced delegates
from countriez suoch as New Zealand, to zide with them on issues which were
more political than ecenomio. Other controversial issuea postponed from
previcus sessions and awaiting action include the seating of representatives
from the Republic of Indonesia and Vietnsm, and SCAP’s plan detailing Japan‘s
future contribution to reconastruotion and the development of the ECAFE region.
It is also expeoted that the China situation will preocipitate other debates
whioh will be exploited by the USSR delegation.

Philippines polioy bars Chinese refugees e

‘The Philippine Cebinet has barrsd admission to all refugees from China
excapt te nationals of those countries with whiol the Philippine Republiec

has negotiated treaties of emity. These include only tho US, France, Italy,

Spain, and China, excluding the United Kingdom and the Netherlands. However,
in the case of China refugees will be limited to the present immigration
quota of 500 persons annually--a policy which is tantamount to a refusal to
admit Chinese refugeea. According to the Cabinet decision, US nationals will
be allowed to remain in the Philippines for the duration of the emorgency
but must agres to leave thereafter at their own expense. It is quite likely
that the Philippine poliocy is based largely upon the belief that admission
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GENERAY, (continued)

of large numbers of refugees, particularly Chinese nationals, would
faollitate the entry of subversive elsments would inorease their economis
hold in the Philippines and would aggravate the current housing and food
shortage.

Resolution in recognizing Republic of Korea as "lawful rovermmont” drafted wan

Australian initiative has resulted in the drafting of a tenative joint
US-Australion resolution which recopgnizes the Republio of Korea as a “lawful
government” having effective control and jurisdiotion in South Korea and
as based on a "wvanlid expression of the free will of the eleotorate in that
part of Korea.," The draft resolution also provides for a new UN Commission
which is to work toward Korean unification, While the recognition to be
granted the Republio of Koree is more limited than the US and China have
wished, the achievement of a compromise resolution should effectively fore-
stall any Soviet attempt to capitalize on dissatisfaction with the South
Korean regime expressed by many smaller powers inoluding Australia. The
USSR had probably hoped to prevent UN sanction of the new govermment by
offering an ostensibly conciliatory proposal for a North-South federatlon,
Nevertheless, the Soviets are expected to continue in their effort to seoure
a hearinp, for delegates from North Korea.

New Zealand and Fiji reach financial apreement on defense plan _ ngn

Ropresentatives of New Zealand and the Crown Colony of Fiji have reached
an agreement on the financial aspects of a defense plan worked out last -
June betwsen the New Zealand Chiefs of Staff and the Govermor of Fiji, Under
the June agreemont, fiji's missions were determined to be: (1) provision
of a safe anchorage for shipping at Suva, (2) provision of air bases for
reconnaissance and defense,

The recent financial agreemsnt provides that New Zealand will bear the

expense of air defense and that Fiji will set aaide $600,000 amually, of
whioch $400,000 will be for the maintenance and training of ground and naval
forces and.$200,000 will be for payment on Fiji‘'sz wartime debt to New Zealand,
The authorities in Fiji desire to build up a smell but well-trained ground
foros as rapidly ss possible as a means of maintaining internal security.
Any internal threat stems largely from the growing Indian population in the
Colony, which now totals soms 120,000 as compared with 117,000 Fijians and
4,600 Europeans, and which is politically restive and resentful of its :
minority representation in the local Goverrment
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- forg. Notwithstanding the recommendations  "p"
of aovaral US Govarnment agancies that Japanese banking reform be delayed,
the Japanese generally are now anxious to effect promptly all changes in
banking laws considered feasible to supplement efforts at stabilisation of
various other segments of their economy. The Japanese appear especislly
interested in sirengthening their banks which participate in foreign trade
and related services to the extent that they may bacome less reliant upon
Government guarantees and Bank of Japan loans, They have in mind an
active role by these banks in an early return of Japanese foreign trade to
a strictly commerciel baais.

8. P sm. Recent maneuvers in the i
Jhpanesa Diet hava resulted in 1ncreased cynicism among Japanese regard-
ing acceptance of institutions and practices of representative government
which have been key points in the Occupation's democratization program.
lacking majority control of the Diet, Premier YOSHIDA has been attempting
to limit the business of the current extraordinary session of the Diet to
passage of SCAP-requested legislation, and to dissolve the Diet and call
for elections which if held reasonably soon would strengthen his party's
position in the Diet., In an atiempt to damage YOSHIDA's present popularity,
the opposition parties have demended that he commit himself om government
policy befors dissolution, Leading the attack against dissolution has
been the Socialist Party which had been loudest in demanding dissolution
prior to the eollapse of the ASHIDA Cabinet, The Socialists, claiming to
have the support of SCAP's Government Section, raised objections to
dissolution on the alleged constitutional groumds that the Premier must -
obtain the Diet's consent for its dissolution. The question appears now

~ to have been resolved in YOSHIDA's favor by an announcement from the

1egal Section GHQ, SCAP..

In the past week Japanese editorials have been particularly eritical
of the opposition parties' dependance on parliamentary tactics rather than
on political principles., The editors admonish political leaders in Japan
to avold giving the impression that international confidence cammot yet
be placed in Japanfs democratic development.

al sentences. On 12 NHovember The International npw

MacArthur reviewg Iokyo Trial sentences
Military Tribunal for the Far Fast passed sentence on the 25 accused

involved in the Tokyo Trisle. General MacArthur requested the members of
the Allied Council and heads of the Allisd Missions to "consult® on 22
November with him, which eonsultation would bs given consideration in
MacArthur's review of the sentences, At this meeting the heads of missions
are belisved to have followed the lead of their respective judges on the

' mmalo
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JARAN (Cont.) ‘ \v
It is understood that when the Tribunal vated for the seven death

- penalties the USSR judge refrained from demanding the death sentence,

presumably on the grounds that capital punishment has been abolished in
the Soviet Union. It 1s possible that future USSR propaganda intended to
place the onus for the death sentences on the "capitalist® countries.
Sinos the Soviet Allied Council Member has advised the press that he did

- not agk MacArthur for any change in the sentences, thereby ftn'ther committ~
‘ing the USSR to support the Tribunal judgment, Soviet propaganda guns have

been spiked, at least partially, by MacArthur's technique of consulting
with Alliad ropresentatives.

+» The South Korean Govemment, faeed with

- Bhee sppeals for fyrther US aid
the vieible avidence of a reduction of US troop strength in Korea, fears

that the US may be undertaking complete troop withdrawal. The Government
does not believe that their own defense forces are presently adequate to
withstand the threatened attack from North Korea, The result is a spread~
ing conviction that Communist domination 1s inevitable and the development
of an atmosphere of fear and defeatism which may produce a large scale

- opportunist movement for "coalition" with the North Korgan regime,

In an attempt to bolster public morels and to increase the prospects
for survival of his government, President Rhee appealed to President
Truman on 19 November for the indefinite postponement of US troop with-
drawal and tho immediate establishment of an American Military and Naval
mission to assist in further training of the Korean defense forces. The
demand for the retention of US troops was also expressed in a resolution of
the Eorean Hational Assembly requesting UN approval for continued main-
tenance of US troops in Korea. Rhee and the Assembly will continue to
press for some statement committing the US to either retain tactical troops

~ in Korea or to otherwise guarantee the territorial integrity of the

Ropubliq of Korea.

SEERET
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CHRINA
The Communists have stepped up their Central Chine drive, only a b A

few days after the Nationalists olaimed they had brokenm the back of the
Commmist attack;with a "major victory" along the Grand Canal east of
Hsuchou. The Nationalist 7th Army Group and several additiomal

divisions were destroyed in this "major viotory,” and subsequent Nationalist
attempts to reopen the Hsuohou-Nanking Railway were firmly opposed

by the Communists and halted. The main effort in the latest Commmist
drive, in which 1l columns are participating, is from the southeast

and east where the principal Nationalist defense forces are in danger

 of being encircled and cut off from the garrison in Hsuchou, In

addition Nationaliste in the Pangfou and the Mengoheng areas are in
danger of being separately encircled. Should the encirolement of
these Nationalist pockets of resistance be quickly achieved, the Govern-
ment units involved will probably choose capitulation rather than ennihi-
lation, with the resultant collapse of the defense complex north of
Nanking. _

In North China, there were indications that a major Communist
effort might possibly be undertaken in the area east of Peiping. FU
" Tso=yi, Nationalist Commander, may stay in the Peiping-Tientsin area
for at least one major engagement, prior to being forced to withdraw -
into Suiyuan.

The National Government's dependence on prospects of greater US apn
aid has been evidenced in recent appeals by E&ANG Kai-shek to President
Truman and also by public statements of Ambassador KOO and Madame
CHIANG. The absence of any new US pledge of support for CHIANG has
served to prolong the cabinet crisis occasioned by the resignation early
this month of Premier WONG Wen-hao. Certain prominent leaders,
including CHANG Chun and HU Shih, have refused to take the premlership
unless greater US aid commitments are forthcoming, Moreover, despite
CHIANG's continuing opposition to peace negotiations with the Communists,
an increasing number of high Nationalist officials are maneuvering to
bring about such action. While leaders such as CHANG Chih-chung continue
to. favor a peace based on the principle of coalition government, ancther
group which includes Vice President LI Tsung-jen hopes to reach a
compromise which might provide for a non-Communist edministration in
the area south of the Yangtze. Although both groups probably have
contacted Communist representatives, neither appareantly has ascertained
probable Communist terms. . In their frustration over CHIANG's veto of
thelr proposals, some leadera would welcome US assistance in trying
to force his retirement, l

!

, Ching may protest Soviet actions to the UN Security_&ouncil, seeking W“p¥
& resclution which would, at most, find Soviet actions a "threat to peace,"
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or, at least, call upon all nations to refrain from obstruoting the
National Government or assisting the Chinese Commnists. The possibility
of such an action has been suggested by aorimonious exchanges between
VISHINSKXY and Dr. T. F. TSIANG, Chinese UN delegats. Such an appeal
might gain wider gubuc recognition of the internatiaonal :
character of the Chinese civil conflict and public sympathy for the
Bational Government®s position, but Chins would fipd it extremely
diffiocult to substantiate its charges. Soviet actions in Manchuria,
while obviously obstructive, nevertheless adhered to-the letter of the
Bino-Soviet Treaty; the USSR permitted the Ghinese Commmists to ‘capture’
large stocks of Japanese materiel; in addition, the USSR probably has
trained persomnel and supplied advisers, but there is no proof of

such Soviet activity or of direct material aid, While the Soviets

- undoubtedly rigged the plebiscite by whioh Outer Mongolia became 'inde-
peundeat,’' the Chinese Government consented to the plebiscite, and the
various border incidents since that time have been of ninor significance,
¥o Security Council resolution could affect the progress of the Chinese
‘oivil war. A Chinese appeal to the Security Council might even back-
fire, as the USSR could argue that US aid to China must cease while the
appeal is being examined. If the US were to support a Chinese appeal,
the US position vis-a-vis a future Communist-dominated government of
China might be compromised.

Chinese Communists attempt to stren then their international ositién.

The Chinese Communists have recently reasserted their unity with the
USSR, and have adopted a position which is both firm and correot toward
the US. The Commumist radio has declared that "no agreement between
the Kuomintang and any foreign government can either preserve the :
rule of the Kuomintang or protect the interssts of the foreign governe
ment canoerned.” Further, that "any military or economic aid to the
Kuomintang” will be regarded as "an act of hostility against the Chinese
Nation,"” and, "if the US should dispatch its armed forces for either
all-out or partial protection of the Kuomintang,...the consequences
would have to be borne by the US."™ The statement declares that the
Communists "are willing to establish equal, friendly relations with
all foreign countries,...and to protect the interests of all nationals
of foreign countries.” In Mukden, the only test case to date, the
Commmnists have closed down the US Consulate's radio, but otherwise
they have been fairly agrecable and have evidenced a desire for limited
‘oooperation. It appears that the Communists will not abase themsolves
to gain US favor, but that they realize the advantages of diplomatic
relations.. It is possible that the Communists, by behaving correctly -
toward the US, aim at avoiding total subservience to the USSR,

Communist rehabilitation of iuxkden makes progress. Since taking

-
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over Wukden, the Communists have proceeded as follows: order was
quickly restored, with strict police control to prevent looting; food
was mads avellable at effectively controlled prices; an zducational
program was instituted to acquaint the people with Communism; public
utilities were restored, and major industries returned to production.
The resumption of normal rail traffic is now a mejor Communiast under-
taking. The Communists are finding it necessary to utilize Nationaliat
sadninistrative and technical personnel under the leadership of Communist

workers. ZThe rehabilitation and administration of the large areas now
 ooming under Communist control is a tremendous job, and the Communists
my have considerable diffioulty in handling the problems they will
have toface. However, the methods which they are now employinga re
quickly gaining for them the support of the people, who have long been
the victims of Nationalist economic deterioration and governmental
inefficiency.

Taiwan's independence from China is the earl revolutl onary goal
of the Formosan lLoague for Re-emancipation, & non-Communiat underground
organization which has headquarters in Hong Kong. League leaders
assert that a revolt will be launched when Nanking falls and that it
- will have organised popular support. Since Jationalist officials
- plan to use Taiwun as a refuge and as a potentially important war
base, thoy have attempted unsuncessfully to influence League activities,
Loague leaders also have rejected Chinese Communist bids for cooperation.
In seeking US good will end potential ecomomic and military aid, they
have strecsed their non-Commmnist, pro-American program and the important
rols which an independent Taiwan might have in the non-Communist Far
East. 4Although the League's capabilities appear limited when judged -
by its known leadership, orgenizational strength, and material resources,
Taiwanese dislike of thinese rule and rapid weakening of the National
Government may render formidable a well-timed revolt.

The long-standing deadlock in Sinkiang between Chinese officials
and pro-Soviet 11i dissidents may be resolved through an understanding
between the USSR and CHANG Chih=ohung, top Chinese official for North-
west China. Developments during the past six weeks indicate & more
conciliatory attitude on both sides, and suggest that a comprehensive
settlement may be drawing near. In view of the imminent collapse of
the National Yovernment, and of CHIANG Kai-ghek's rejection of CHANG

Chih~-chung's suggestion for negotiations with the Commmists, the latter

may turn to oarve out a domain for himself in China's Northwest, and
thus may enter into an arrangement with the Bovists for sharing in the.
benefites of Sinkian;. The Soviets, for t heir part, might well under=-
take to reconcile the Ili Group with CHANG Chihechung, in exchange for
Chinese acceptance of their terms for ronewsal of the Sino-Soviet Airline,
and other economic concesaions in Sinkiang. fhis would assure them a
friendly nelghbor in Sinkiang, and facilitate eventual consulidation of
Soviet control over the entire province, _ :
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Strong Cabinet an y objection to the unauthorized use
0] ense Ministry foreign exc unds may prompt Premier Phibul to

rid his regime of the corrupt and unpopular irmy Deputy Commander Luang

Kach. The specisl committee appointed to investigate Luang Kach's activ~
ities has found that a prima facle case exists. Following this development,
Premier Phibul informed press that the case has been assigned to police
investigation, the character of which depends, in large measure, upon the
attitude of Police Deputy Director-Ceneral Phao. "hile Luang Kzch and
Generel Phao have bsen close friends snd leading figures in the ruling mili-
tary clique, recent reports would indicate the development of a growing
antagonism between them, Although the expressions of strong disapproval

of Luang Kach probably have given Premier Phibul serious cause to reassess
his position vis-a-vis the military and eivilien elaments supporting him,
available information does not indicate that Premier Fhibul has yot developed
sufficient alternative military and financial resources to replace those
which L‘m Kach has prwidﬁo ' ' l

1

) ", ch was launche y

area, has resulted in the extension of French control through the capture

of two important provineial capitals northwest of Hanoi. Viet Tri, which

261l on 7 November to airborne troops, is located at the Juncture of the Red
snd Black Rivers and was an important center for Viet Minh river commmications.
From the French standpoint, it appears that the occupation of this key peoint
may result in an improvement in the security of river traffic.

The latk of organized resistance by the Viet Minh to this offensive is
still unexplained. Tt may be a sign of internal wealkness or that they are
cmcentrating forces elmewhere. However, Viet inh military strategy may
be aimed at another over-extension of French lines of commnication, which
resulted in a failure of French objectives in the 1947 fall offensive, De-
spite this absence of formal resistance to French troops in the field, there
has been increased guerrilla and ssbotage activity within Hanol which the
French are unable to prevent and which minimizes the success of any organized
French operations. E

- De Gaulle recommends str French control in Indochinz. The policy "B®
for Indochina which De Gaulle recommended at a recent press conference appears
much 1less liberal than that contained in the proposals published last month
in an RFF resclution. In stating that haste was unnecessary, he specified
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DDOCENU (continued)
that a Fremch sclution must come about at some future time by negotiating
"when 1t became possible with anyone who was really representative in
- Indochina, provided there was no question of dealing with enemies of

France.® D& Gaullc also stated that the present arrangements were only
provisional and he considered it essential to return to the idea of free

and independent states within an Indochinese federation, whieh federation

in turn would be a member of the:Franch Union. Such a plan would imply

Frensh responsibility for defense of the area, for foreign policy and for
economic cantrol, This stand on the Franso-Vietnamese problem is a decided
retreat from the solution initlated by former High Commissioner Bollaert

and supported by present High Commissioner Pignon, and would probably result

in leass cooperation from the Vietnamese. E

— | |

Bec amnes be presented to Philippine Congress, Despite "B"
the Gwermen%'e current %tary campaign against the Hukbalahap, there is
some indication that another awfjesty proclamstion will be presented for '

" approval by the Philippiné Congress when it convenes next Jamary. Interior
Secretary Sotéro Baluyut, informed that some dissidents in laguna Province
are reluctant to sirrender without assurance of protection, has indicated
thet hs may present the matter to President Quirino, While it 1s possible
that Quirino may again offer amnesty to the Huks, he will probably demand
that the Huks surrender thelr arms and seek assurance that another amesty
proclamation will be acceptable to Congress and to the Philippine public
which are now supporting the Government's anti~iuk campaign, Until Congress
‘convenes, however, present Constabulary operations against the Huks will
probably cantinue, Although both President Quirino and his Constabulary
Chief are optimistic, it is not expected that dissident resistance will be
oliminated in the near future. : -

 INDOITSTA |
Reecnvening of Bandoeng Conference coincides with continuation of U

direct Dotch-leput lican negotiations. 1The Dutch-sponsored Fandoeng Con-
erence non-Republican Indonssian Federalists reconvened on 19 Noyenber,
A high Netherlands official told the Conference that the States-General had
" made it possible to introduce the interim government arrangements, providing
for a 'nited States of Indonesia (UST), before 1 Jamuary in compliance with
the wishes expressed by Federalist representatives at The Hague in October.
The Republic of Indonesia has again been invited to participate in the USI.
The Duteh representative stated that he trusted that the Conference wculd be
tfound willing" to undertake any necessary consultatione reparding changes
in the draft interim arrangement that the Rerublic might suggest, with the
proviso, of course, that such changes did not meet with any nrgssential

=SECRET
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DPOMESIA (continued)

_objestions® of the Conferense or of the Netherlands Government.

It is significant that the Bandoeng Conference was reconvened at the
ssme time that a large, top-level Dutch delegation was being sont to ,
Indonesia to continue direst negotiastions with the Republic, These develop-
ments oy indicate that the Dutch are making a gemuine effort to reach a
peaceful settlement with the Republic, although it is unlikely that basic
Duteh policy has been appreciably altered. The dispatch of an influential
- delegation to the Republic, however, may be designed to create the impression
that the Dutch have done everything in their power to amicably settle their
differences with the Repudblic, Fallure would then appear to leave the Dutch
with no alternative to resort to police action through the interim government,
The Bandoeng Conference may slso be a further step, particularly if dirvest
negotiations fall, to develop the illusion that the trouble in Indmesia ia
purely indigenous factionaliam with the Dutch merely acting as arbiters and
protestors of Dutch interests,
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